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SUBJECT: UPDATE ON THE DRUG MEDI-CAL PROGRAM IN LOS ANGELES
COUNTY

This is to inform you that commencing Monday, July 29, 2013, CNN will be airing a Center for
Investigative Reporting (CIR) series entitled “Rehab Racket” on the Anderson 360 show. The
series will also be posted on the CIR website on Monday. The series will investigate California
Drug Medi-Cal (DMC) Program funded providers. We previously notified you on July 17, 2013
about this forthcoming investigative report.

The California Department of Health Care Services (DHCS) has recently taken actions to suspend
the DMC State certification of agencies suspected of Medi-Cal fraud. DHCS is solely responsible
for reviewing and certifying eligible providers to participate in the DMC program. Los Angeles
County (LAC) Department of Public Health (DPH) Substance Abuse Prevention and Control
(DPH-SAPC), the State contractor for this program in LAC, has been concerned about the lack of
DMC program provision for local oversight to mitigate against Medi-Cal fraud and poor
subcontractor performance. The State’s recent actions highlight the need for DMC program
revisions and improvements.

On July 18 and 24, 2013, DPH received preliminary notice from DHCS of the suspension of the
DMC certification of 16 agencies which provide DMC services in LAC. According to DHCS, the
16 agencies have been referred to the State Department of Justice for investigation of Medi-Cal
fraud. Due to the pending investigation, and DPH-SAPC confidentiality agreements with the
State, we are restricted from sharing the identity of these agencies.

As a result of the suspensions, DPH has stopped processing these agencies’ claims effective the
date of notice from DHCS. DPH-SAPC staff continues to assist any client who requires transfer
as a result of the agencies’ service suspension.
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The attached report details DPH’s longstanding concerns about the structure and operation of this
state program. The report also details actions undertaken by DPH to minimize the financial risk to
the County related to the lack of local oversight over the certification process for providers.
Though the DMC program is funded entirely through matching federal Medicaid and State funds,
the report outlines the financial risk to the County from poor subcontractor performance.
Additionally, the report provides recommendations to address the challenges DPH faces as the
State contractor for the DMC program in LAC and DPH’s efforts to resolve these issues with the
State.

We will provide you with additional updates on the Department of Justice’s investigation and the
continuing efforts by the County and State to protect the fiscal and programmatic integrity of the
DMC program.

If you have any questions or would like additional information, please let me know.
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